S [V T B

C.DUKLES SCOTT DAN I ARNEIT'F
EXECUTIVE DIRECTOR

CHIEF O STAFF

PO, Box 11263 Phone: (803) 737-0800

Columbia, S 29211 Fax: (8073 737-0801

Tuly 13, 2005

VIA HAND DELIVERY

Charles L.A. Terreni, Esquire g
Chief Clerk/Administrator 2
South Carolina Public Service Commission

101 Executive Center Dr., Suite 100

Columbia, SC 29210

Re:  Application of Haig Point Utility Company, Inc. for Approval of an
Adjustment in Rates and Charges for Water and Sewer Services
Docket No. 2005-34-W/S

Dear Mr. Terreni:

Enclosed for filing please find an Errata Sheet for the Direct Testimony of Dr.

Douglas Carlisle. Please date stamp the extra copy enclosed and return it to me via our
courier.

Also, by this letter, we are serving the same on Counsel for the Applicant and
Counsel for the Intervenors. Enclosed is a Certificate of Service to this effect.

Please let me know if you have any questions.

Sincerely,
?zw,//? 3. Cortlpden
Wendy B. Cartledge

WBC/sbh
Enclosure

cc: G. Trenholm Walker, Esquire (w/enclosures)
John F. Beach, Esquire (w/enclosures)



BEFORE
THE PUBLIC SERVICE COMMISSION o
OF SOUTH CAROLINA
DOCKET NO. 2005-34-W/S W
IN RE: Application of Haig Point Utility

Company, Inc. for Approval of an

)
)
Adjustment in Rates and Charges ) CERTIFICATE OF SERVICE
For Water and Sewer Services )

)

This is to certify that I, Rena Grant, an employee with the Office of Regulatory Staff,
have this date served one (1) copy of the ERRATA SHEET FOR THE DIRECT
TESTIMONY OF DR. DOUGLAS CARLISLE in the above-referenced matter to the

person(s) named below:

VIA ELECTRONIC MAIL AND U.S. MAIL

G. Trenholm Walker, Esquire
Pratt-Thomas, Epting & Walker, P.A.
Post Office Drawer 22247
Charleston, SC 29413

VIA ELECTRONIC MAIL AND HAND DELIVERY

John F. Beach, Esquire
Ellis Lawhorne & Sims, P.A.
Post Office Box 2285
Columbia, SC 29202

Ao vaniZC

Rena Grant

July 13, 2005
Columbia, South Carolina
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Testimony of Douglas H. Carlisle, Jr. Docket No. 2005-34-W/S

ERRATA SHEET FOR DOUGLAS H. CARLISLE, JR.

The following changes are made to my Direct Testimony and Exhibits:

FOR
THE OFFICE OF REGULATORY STAFF
DOCKET NO. 2005-34-WS

IN RE: HAIG POINT UTILITY COMPANY, INC.

Direct Testimony

Page 3, line 20 “STRUCTURE DID YOU ADOPT FOR YOU ANALYSIS?”

should read “STRUCTURE DID YOU ADOPT FOR YOUR ANALYSIS?”

Page 4, line 11: “$7,345” should be changed to “$23,769”

Page 9, line 7, “inflation-index” should read “inflation-indexed”

Page 10, line 12, “I took my” should read “I took the”

Exhibits

Exhibit DHC-1 should be replaced by the revised version, DHC-1 REVISED,

attached.

Exhibit DHC-3 should be replaced by the revised version, DHC-3 REVISED,

attached.

Exhibit DHC-8: pages 2 & 3 of 3 should be removed and the attached pages

inserted.

Haig Point Utility Co., Inc.

THE OFFICE OF REGULATORY STAFF
1441 Main Street, Suite 300, Columbia, SC 29201
Post Office Box 11263, Columbia, SC 29211
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Exhibit DHC 8

Revised Page 2 of 3
RECENT PE (Tnil!ng:ﬂ.l RELATVE 4 9\ [DND 0
CALIFORNIA WATER NYSE-CWT PRICE 333 RATIO 21.5 Median: 170 wmno1.20lm 3.4A
High:] 205] 17.6] 21.9] 206] 338] 320[ 314| 286 269 314( 379} 378
TMEUNESS 4 Lomeszes | FROR| 07| (48| %63| 786| 208| 26| 215 205| 237] 264| 312 ;f.'g:‘ ;'Jg; Rﬁ, A
SAFETY 2 LoweeddTit5 | LEGENDS
2 ta — L33 x Dividends p sh ad
TECHNICAL 2 Raised 42905 dhide b ke ok ' .
BETA .75 (1.00 = Markst) 2-for-1 Spit 198 1 P
%’:eamaw /’-_"ﬂfﬂi""" 12
Ann’l Total{— - " o LW O S R I i
o " j oo win]"
C I A T L S 16
insider Decisions 12
JJASONDUJF
Wy 00000000 1[— = v 8
b 200000808 S NN VU DY B 1L
) . - oo
Tnstitutional Decisions N R € N J %TGT.“ numﬁ
2000 30200 420 ) . - STOCK DEX
HEN) 4047 3004 4419 taded 15 - Sy. 849 626
1989 [1990] 19917 1992 | 1993 | 1994 1995 | 1996 | 1997 | 1998 | 1999 |2000 | 2001 | 2002 |2003 [ 2004 | 2005 | 2006 | SVALUE LINEPUB. . 0510
03| 1083 11.18] 1220| 1334| 1250| 13.47| 1448| 1548 1476 1596 | 1646 | 1626 | 1733 | 1637 [ 17.18| 18.15} 1895 |Revenues pecsh 2015
80| 197| 18| 192! 225| 202 20| 2s0| 292 260| 275| 252| 220| 2857 251 284| 340 340 |CashFlow” persh 410
10| 125 121 10e| 138] 12| 17| 1s) 183 45| 15| 13| 4| 125| 121| 146} 1.60) 175 |Eamingspersh A 215
! wrl wo| o3 ss| eef 102] 104 106| vor{ 108| 440) 142] 142} 142 143] 1.44] 115 DivdDecldpersh®a | 124
— T TR 3B A0 25| 2B | 25| 261| ZW| 34| 45| 409| 5B2| 43| 373| 346| 395 [CapiSpendingpersh | 415 |
086| 1006| 1035| 1051] 1090] 1156 1172| 1222] 1300 | 1338 | 1343 1290 | 1295 [ 1342 [ 1444 | 1565] 16.00| 16.90 [Book Value persh© 1955
138 1138 T38| 1138 11.38| 1249 1254 | 1262 | 1262 | 1262 1294 | 1515 | 1518 | 15187 1693 [ 18.37 18.75 | 19.25 | Commeon Shs Outstg © | 23.00 |
061 W04 W2 Wi| WB| Wi| 7| 18| 126| TA| 18| 16| 24| 18| 21| 2.1 Bok fghresare Angm'lP'E'ﬂ'oj_—Tﬂ_
0| ml m| 8| 8| s2| s | 1| 8| 10| 127] 139] 108| 126] 106 Veelie |Relative PIE Ratio 1.05
6% | 67%| 66%| 6% | 52%| 58%| 6% | 58% | 46% | 42% [ 40% | 43% | 44% | 45% [ 42%] 50% Avg Ann'l Divid Yield 3.5%
CAPITAL STRUCTURE as of 12/31/04 165.1| 1928 | 1953 | 1863 | 2064 | 2448 | 2468 | 2632 | 277.4| 31561 340 | - 365 [Revenues (Smill 500
Total Debt $274.8 mll. Due In 5 Yrs $11.0 mil. 147! 1911 23| 84| 199] 200 a4 194 194] 20| 300| 350 |NetProfit Smill) 500 |
LTDebt $274.8mik. LT Interest $18.5 mil. 20.1% | 389% | 374% | 36.4% | 37.9% | 423% | 394% | 30.7% | 30.9% | 30.6% | 40.0% | 40.0% rmmm 0%
. . el |l el el el eeb el el el MW M AFUDC % to NetProfit N
interest eamed: 3, int. cov.: 3.4 BEEETS BN B .
wr Sacwtal it cov: 344 100% | 4TA% | 454% | 42% | 46.9% | 40.0% | 50.3% | 55.0% | 50.2% | 46.6% | 49.5% 05%
Penslon Assets-12/04 $75.1 mil. 497% | 514% | 53.5% | 54.7% | 52.0% | 502% | 48.8% [ 44.0% | 49.1% | 50.8% | 50.0% 50.0%
Oblig. $87.6 mil. 2960 | 299.0 | 3067 | 3086 | 3338 | 3888 | 4027 | 4531 | 4964 | 5659| 600 %0
:‘gg&*”»‘?"ﬁ% mmd(ssi;sm{ 422 4436 4604 | 4783 | 5154 | 5820 | 6243 | 607.0 | 7595) 8003 | 850 1050
000 shares, 4.4% cumu par 88% | 83% | 94% | 7.8% | 78% | 68% | 53% | 59% | 56% | 61% | 65% 7.5%
Common Stock 18,372,496 shs. 08% | 121% | 13.9% | 107% | 112% | 100% | 72% | 94% | 7.8% | 89% | 10.0% 11.0%
as of 3405 99% | 123% | 14.1% | 108% | 114% [104% | 72% | 95% | 79% | 9.0% | 10.0% 11.0%
MARKET CAP: $600 million (Small Cap) 2% | 38% | 60% | 28% | 35% | 18% | NMF | 10% | 7% | 18% | 3.0% I 5.0%
CURRENTPOSITION 2002 2003 123104 | 8% | 69% | 58% | 74% | 70% | 82% | 110% | 0% | o1%| 8% | 71% 57%

Cash Assets 14 2.9 18.8 | BUSINESS: California Water Service Group provides regulated and  (11/00). Revenue breakdown, '04: residential, 70%; business, 18%;
419 408 _ 51:6 | nonregulated water service to over 2 milion people (451,800 cus- public authorities, 5%; industrial, 4%; other, 3%. '04 reporied
Curvent Assets L 3 4| tomers) in 75 communities in Califomia, Washington, and New deprec. rate: 2.3%. Has about 837 employees, Chairman: Robert
Accts Payable 237 238  19.8 | Mexico. Main sefvice sreas: San Francisco Bay area, Sacramento  W. Foy. President 8 CEO: Peter C. Neison. inc.: Delaware. Ad-
Debt Dué #4813 54 | Vatey, Sainas Valey, Sen Joaquin Valley & parts of Los Angeles. ~ ress: 1720 Noth First Stroel, San Jose, Calfomia 951124506,
Curent Lisb. 315 636 —%773 | Acquired National Utikty Company (5/04); Rio Grande Corp. Telephone: 408-367-8200. internet: www.calwater.com.
Fix. Chg. Cov. 250% 218% 200% | Changes within the California Public that an unspecified portion of the $19.2
ANNUAL RATES Past  Past Estd'02-04| Utility Commission (CPUC) paint a million in gains from these sales be allo-
ofchange (porsh)  10Yrs.  SYrs. “'4 49 | brighter picture for California Water cated for the benefit of the rateq_?‘yers. The
Reverwes ~  3.0% 20% 40% | Service Group Foing forward. The com- company denies the charges. The CPUC
Eamings 05% -65% 9.5% any has been forced to deal with regu- does not have to take the ORA's advice,
Dividends 2. 1.0% fgg atory delays from the board for years, as but this is the first case of this nature,
Book Value 25% 1.0% general rate case requests often remained making timeline and outcome of a resolu-
Car | QUARTERLYREVENUES(Smi) | Fuit | in limbo for up to two years. However, two tion difficult to pin down. We expect the
endar |Mar31 Jun30 Sep30 Decd1| Year | of the main adversaries to rate increase claim to slow earnings until the
2002 | 517 692 814 609 | 2632| requests stepped down earlier this year matter is concluded, thoggh. As a result,
2008 | 593 680 882 695 |2774| and were replaced with more business- we have lowered our 2005 earnings es-
2004 | 602 889 971 694 [3156] friendly candidates. The landsc:é)e has al- timate by a dime, to $1.60 a share.
2005 | 650 900 105 800 | 340 | ready improved, as CWT received approval Growth-minded investors will want to
2006 | 750 950 110 850 | 365 | 1o increase rates on an annual basis by look elsewhere. These untimely shares
Cak EARNINGS PER SHARE A & Full | $4.1 million effective January, 2005. The are likely to underperform the broad mar-
endar |Mar31 Jun30 Sep.30 Dec31| Year | company is currently awaiting a decision ket out to late decade. Besides the un-
002 | 12 43 .50 20 | 125| on its 2004 general rate case for eight dis- certainty surround; the motion by the
2008 | d05 0 83 41| 121| tricts, totaling $26.5 million. ORA, profits will likely be thwarted
2004 | 08 5 5 20| 146| However, there are some concerns ongoing share and debt issuances, a prod-
5| 10 60 .85 25| 160 Jooming. Earlier this year, the Office of uct of rising infrastructure costs.
2006 | 15 83 67 0 | 175| Ratepayer Advocates (ORA) took issue However, Cal may interest those look-
Cal- | QUARTERLYDMIDENDSPAD®s | Full | with CWT's land sale tpx‘ogram. The CPUC ing for some income. The company of-
endar |Mar31 Jun30 Sep30 Dec31| Year| branch, responsible for looking out for fers an above-average dividend yield. And
2000|279 29 219 218 | 112 rate?ayers. charged that CWT violated the the recent dividend hike marks the 38th
00|28 28 28 2B 112 | California Water Utility Infrastructure consecutive year that it has increased its
203 | 281 281 281 281 | 12| Improvement Act of 1995, challenging its payout. Risk-averse investors should like
2004 | 23 283 283 283 | 113 land sales since 1996. It recommended the stock's 2 (Above Average) Safety rank.
2005 | 285 that the company pay a small fine and Andre J. Costanza April 29, 2005
Basic EPS, Excl. nonrecul in : | (B) Dividends historical n mid-Feb., C) Incl. deferred In '04: $54.3 mi., Com) Financlal B+
'(I)AJ, (7 23.'01. 4¢; Q2°'02, 8¢. m?mw). &h)y. Aug., Nov. = Wgy r:a“nm* plan §2)96Ish charges. $§ 'lnmco Mﬂyw 90
report due late July. available. ‘IE); In millions, adjusted for spiit. Price Growth Persistence 95
. May not total due to change in shares. Eamings Predictability 65
L] SOUrces L i . -
X R T Ll W e el epr e e e g g ] To subscribe call 1-800-833-0046.
dlmhMMMumhqmmumMuw for generating or marketing amy prined or electronic publication, service of product,



Exhibit DHC 8

~ Revised Page 3 of 3
RECENT PE Tralling: 30.1) RELATIVE VD 0
AQUAANERC A e [ 25.90 e 278 G 155100 20% RGNS
High:| 50| 85| 76| 11.4| 154] 154| 160( 197 200 4| 248
TMELIESS ;'-""‘“’“" ol sol 53l I3 'sa| ‘| 4] e8| wE| Ba| Ba| BS| 28 e Cas Cangs
SAFETY Lowered 4103 _l-_E_Gfg?f goncs " »
TECHNCAL 3 omtsits | et bl o
BEA .75 (1.00=Market) 3Hor-2 spit 716 443
Afor-3 St 196 ke
siordsk 200 2 f—t—t——rt—-t—1- IR e 32
Anp| Total{ S4or-4 st 1200 . or-4 ot
Price Gain  Return | 5Jor-4 12008 P M PO TYTWRIL 20
m gg ('ﬁ,g&} g;s mmmm b '|" {0 fropt ﬂn kil i 16
insider Decisions i ,"H l = 12
JJASONDJF i .
s 18000000011 "
il 101000002, T I L % TOT. RETURN 305
institutional Decisions " TS VLARMR
: N ) STOCK MDEX
I I o o e e o et w B OEE
i 26345 26282 27082 | o 19 3 Sy 1368 626 [
1989 1199011991 | 1992 | 1993 1994 1995 [ 1996 {1997 | 1998 [ 1999 | 2000 {2001 12002 | 2003 | 2004 | 2005 | 2006 ©VALUE LINE PUB. INC. [ 08-10
453 2701 285 2437 227) 242| 245) 248 269| 279| 321§ 320| 350 379} 397| 463| 500 530 |Revenuespersh 6.50
8 58 58 52 58 56 83 87 T4 8 86| 101 145} 126 | 128| 146| 1.55| 1.65[“CashFlow” persh 1.90
v 3 <] | <] 35 38 A0 48 5 56 82 68 T2 16 85 85] 1.05 |Eamings persh A 1.25
24 28 28 21 2 28 2 30 32 34 38 38 A0 43 46 49 52 .56 |Div'd Decl'd persh Sw 68
B 2] | 65| 81| 69| S| 7| 109 10| 5| 1 60| 76| 205] 185 180 lcap'lspondlngpmh 795 |
2021 280! 276] 27| 305) 321| 328| 359| 379| 428| 467 543 553) 581 742) 7.85| 805| 845 |Book Value persh $.70
2045 3048 3106| 3040| 4A.55| 44.83| 47.81| 4931 5060 | 54.15| 8010 | 8387 | 8548 | 84.90 | 9259 | 9538 | 98.00| 98.00 Common Shs Outst'y © | 100.00
1291 02| 108| 125| 44| 135| 120| 56| 178 225| 22| 182| 26| 236 245[ 251 Bokdfiggres are Avg Ann'l PIE Ratio 20
) 16 68 16 85 89 80 98| 103 197] 121| 148 21| 129] 140| 134 | Vaweliee IRelative P/E Ratio 1.55
69%| 71%| 7.2%| 68% | 59% | 60%| 62% | 49% | 39% | 29% | 3.0% | 33% | 25% | 25% | 25%) 23% sstimales | Avg Ann'l Div'd Yield 24%
CAPITAL STRUCTURE as of 12/31/04 1M70] 1225| 1362 | 1510 | 2573 | 2755 | 307.3 | 3220 | 367.2| 4420} 490 525 |Revenves ($milf) 650
Total Debt $684.2mil. Duein5Yrs$2216mi. | 190| 198) 232| 208) 450| 507 [ 85| 627 673] 800| 950( 1050 |NetProfit(Smil) 125 |
uon“gmms.s mi. ,'5T7"')‘°""“°~°"“- 104% | 414% | 40.6% | 405% | 30.4% | 38.9% | 393% | 30.5% | 30.3% | 304% | 40.0% | 40.0% |income Tax Rets 20.0%
(Total Interest coverage: 3.7 1% oo | we| ee| e we| -] 22| 32%] 28%| 35% |AFUDC%toNetProft | 40X
Pension Assets-12/04 $115.3 mil. 51.0% | 54.1% | 544% | 527% | 529% | 520% | 520% | 54.2% | 51.4% | 50.0% | 48.0% | 46.0% [Long-Term DebtRatio | 40.0%
Oblig. $171.1 mil. | 46.4% | 44.0% | 44.8% | 46.6% | 46.7% | 47.8% | 47.7% | 458% | 48.6% | 50.0% | 52.0% | 54.0% |Common Equity Ratio | 60.0%
Pfd Stock None . 3380 | 401.7| 4272 | 4966 | 7627 | 901.1 | 9904 | 10762 | 1355.7 | 1497.3 | 1525| 1550 |Total Capital (Smilf) 1615
4369 | 5029 | 5345 609.8 | 11354 | 1251.4 | 1368.1 | 14908 | 1824.3 | 2069.8 | 2125| 2175 |Net Plant (Smill) 2325
agir1 - TIX] 6% | 4% | 76% | 76% | 4% | 78% | 76% | 64% | 67% | 7.5% | L0% [RewmonTotaiCapl | 8.5%
17% | 107% | 11.9% | 123% | 12.2% | 11.7% | 123% | 127% | 10.2% | 10.7% | 12.0% | 12.5% [Retum on Str. Equity 13.0%
MARKET CAP: $2.5 billion (Mid Cap) 14.7% | 11.2% | 120% | 124% | 123% | 10.7% | 12.4% [12.7% | 10.2% | 10.7% | 12.0% | 12.5% |Return on Com Equity | 13.0%
CURRENT POSITION 2002 2003 123104 | 35% | 28% | 36% | 45% [ 43% [ 47% [ 5% | 52% | 42% | 46% | 55% 1 6.0% [Retained to ComEq 6.0%
Cash A 497 392 134 M%| 75%| 70% | 64% | 65% | 60% | 59% | 59% | 59% | S7% | 55%( 53X [ANDhds toNetProf 5%
Receivables 577 623  64.5 | BUSINESS: Aqua America, Inc. is the holding company for water  7/03; and others. Water supply revenues '04: residential, 60%;
inventory (AvgCst) 45 8 89 and wastewater uiiiies that serve approximately 2.5 milion resl-  commercil, 15%; industral & other, 25%. Offcers and dirsctors
Current Assets -1-11-7 4 TT dents in Pennsylvania, Ohlo, New Jersey, llinois, Maine, North  own 1.5% of the common stock (4/05 Proxy). Chairman & Chief Ex-
Aocts Payable 31'1 323 235 Carolina, Texas, Florida, Kentucky, and five other states. Divested ecutive Officer: Nicholas DeBenedictis. | : Pennsyivania.
Debt Due 1494 1358 1353 | three of four non-water businesses in '91; telemarketing group in  Address: 762 West Lancaster Avenue, Bryn Mawr, Pennsylvania
Other 46.0 63.8 58.6 | '93; and others. Acquired Consumers Water, 4/99; AquaSource, 19010. Telephone: 610-525-1400. intemet: www.aquaamerica.com.
g“x_"g:gu& ?35: _54{? mi”;‘l We look for Aqua America to realize New Jersey, areas in which the comlpan
—— Pt Estarozod| 2N earnings gain of about 12% in the already has a strgxalf presence. It is likely
s"m(;“;)“ Jut  Past Estd i | current year, following similar increases to file for additional rate hikes, reflecting
Revenuss 55% 75% 80% | in 2004. Continued growth will likely stem the cost of hose acquisitions. Also, three of
“Cash Flow” 95% 95% 70% | from further acquisitions and some rate these purchases represent Aqua's first
Eamings om ook 90% | increases. The company could also benefit venture into the specialized area of
Book Value 85% 105% 60% | from a long hot summer, as reservoirs in wastewater treatment. It will enable the
QUARTERLY REVENUES (¢ mil) o the Northeast are at or near capacity company to provide internal sludge haul-
.cm"“, Mar3! Jun30 Sep.30 Dec.33 Jui | thanks to a wet winter, which will enable ing and collection system maintenance for
'7 55 91‘9 81‘8 3220 the utility to meet customer demand from its own treatment facilities in south-
g% gs ;3 4 1021 1012 | 372 its own facilities. eastern Pennsylvania. If this allows
2004 | 998 1065 1203 1154 | 4420 Management has been fairly success- titihter cost control, it may be applied to
2005 |110 120 130 130 40 | ful in securing rate increases. A pend- other geographic regions as opportunity al-
2006 1120 130 140 135 | 525 | ing North Carolina case will yield a $3.2 lows, perhaps providing a new source of
EARNINGS PER SHAREA® ol million increase if granted in full. We be- earnings.
c& Mar3! Jun30 Sep30 Dect Y:u' lieve a realistic decision will be reached, This stock’s Price/Earnings ratio is
on : '.'25 1'7 7 based on previous outcomes in that state. somewhat above its 15-year median.
% 1‘; }g % 19| 78 Utility commissions are more apt to award Consequently, despite decent earnings
000 17 98 2% ‘g5 | increases due to rising capital costs rather growth prospects, this equity’s appreci-
2005 | 19 23 27 26| .95|than operating expenses. Its ability to ation potential to 2008-2010 is unattrac-
2006 | 24 25 30 29| 105]| lower the ratio of expenses to revenues im- tive. But acquisitions of additional small
o | QUARTERLYDNIDENDSPAD® = | Fui presses the cornmission. water utilities will likely continue. The
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% M2 2 12 42 ‘45 | 2005. We expect a similar rate of expan- cordingly, our projections might well prove
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06 | 13 ) erations are located in Pennsylvania and Marc Denton April 29, 2005
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